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#SHAN 487, SHUDD TO SSUDD. 


REFER SHANGHAI MESSAGES FROM CO ON THEATER INACTIVATION. 
OFFICIALS HERE RESIGNED T0 INACTIVATION AND MAKING PLANS FOR 1 MAY 
DEADLINE. MATTER NOT YET DEFINITE BUT THEY EXPECT SOMETHING  __ 
DEFINITE SOON AS RESULT MARSHALL'S VISIT U.S. MILITARY ADVISORY 
GROUP NUMBERING ONLY FEW HUNDRED WILL REMAIN AND NUCLEOUS ALREADY 
FORMED WANKING, $80 OVERT OPERATIONS CERTAIN TO FOLD ON INACT- 
TIVATION. UNDERSTAND NO POSSIBILITY OUR PLACING GROUP WITH MAG 
AS MARSHALL DEFINITELY OPPOSED. CONTACTS IN G-2 STATE BRING 
RECOMMENDED THAT CIS OF G-2 MOVE ALMOST INTACT TO MILITARY ATTACHE 
OFFICE SHANGHAI WHICH HAS FAIRLY LARGE T,0. HAVE UNOFFICIALLY 
DISCUSSED OUR PLACING FEW INVESTIGATORS WITH SUFFICIENT CLERICAL 


STAFF IN M.A. SETUP AND G-2 PAVORABLY INCLINED ESPECIALLY SINCE 
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THEY WANT KEEP OUR SHOW ALIVE AND HAVE FILES REMAIN THEATER, 
BELIEVE THIS CAN BE WORKED OUT HERE BUT FIRST WANT YOUR IDEAS 
AND MAY BE DESIRABLE HANDLE FROM WASHINGEON. WOULD BE DESIRABLE 
FOR MILITARY PERSONNEL COME FROM OUTSIDE THEATER RATHER THAN 
SWITCH LOCALS AS DO NOT HAVE MEN WILLING REMAIN WHO CAN BEST 
QUALIFY. DO HAVE FEW WHO COULD BE USED. DO NOT THINK CIVILIANS 


(erence neipire enerteeentntntetteraey tee e A e LF CT AC 


pewernernme er ertanetnrenbenaenertentrei 


THIS SETUP. COULD EVENTUALLY SPOT MEN IN VARIOUS CONSULATES 
CHINA AS WELL AS MANCHURIA WHICH NOW BEGINNING OPEN FoR DIPLOMATIC 
SETUP, EVEN IF PERSONS SENT FROM OUTSIDE WOULD CONSIDER THIS 

TYPE OPERATION RELATIVELY OVERT AND PERSONNEL EVENTUALLY COULD BE. 
WITHDRAWN IF DESIRABLE. WOULD OFFER OPPORTUNITY OF CONTINUING WITH 
OUR CONTACTS AND RETAINING FILES WHERE CAN BEST BE USED ON INTERIM 
BASIS UNTIL REAL UNDERCOVER SETUP PERFECTED. DEFINITELY THINK SHOULD 
MAINTAIN INTELLIGENCE FLOW UNTIL UNDER COVER GROUP GAN PRODUCE. 
REQUEST ADVICE AS TO WHAT WILL HAPPEN OUP FILES IF ABOVE NOT WORKED 
OUI. PERSONALLY FEEL FILES ONLY SHOULD FEMAIN THEATER, IF IN RIGHT 
HANDS. SUGGEST HOLD ALL TRAINEES WASHINGTON AS THEATER WILL NOT 
CLEAR OUTSIDE PERSONNEL NOW AND FEEL ANY SENT OUT OPENLY WOULD BE 
WASTED FOR FUTURE USE. IF CAN WORK OUT M.A. SETUP CAN GET CLEAR- 
ANCE ON PERSONNEL FROM STATES, OUR LIQUIDATION NO PROBLEM MERELY 
QUESTION OF SHIPPING PERSONNEL AND OUR FILE€ STATES UNLESS WE HAVE 
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ARRANGEMENT FOR TURNING OVER SOME OF CONTACTS AND FILES, All 
EXPEDITING RECORDING ALL INFORMANTS AND AGENTS BUT PEOPLE HERE oF 
SUCH CHARACTER NOT ADVISABLE EXCEPT POSSIBLY FEW INSTANCES TRY TO 

SEP THEM UP FOR OPERATIONS WITHOUT SUPERVISION. ONLY FEV CAN BE 

USED LATER, MAJOR HOLCOMB NOW IN NORTH AND WILL DISCUSS SITUATION 

IN DETAIL WITH HIM ON RETURN, WOULD APPRECIATE RECEIVING INSTRUCTIONS 
EARLIEST, IN MEANTIME PENDING DIT ECTIVE FOR CLOSING DOWN WILL 
(CONTINUE OPERATING AS BEST CAN. | 
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